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Financial Highlights 


a 
Years ended October 31 1973 1972 1971 
En 


Net income $ 52,050,000 $ 39,842,000 $ 35,501,000! 
Depreciation, depletion and amortization $ 28,932,000 $ 21,000,000 $ 8,356,000 
Earnings per common share 

assuming full dilution? 3 $ 1.80 $ 1.38 $ 1.23 
Cash dividends per share2 $ 0.455 $ 0.44 $ 0.375 
Stockholders’ equity per share2 $ 10.79 $ 9.41 $ 8.42 
Stockholders’ equity A $310,796,000 $270,532,000 $241,224,000 
Common shares outstanding? 28,817,258 28,752,488 28,643,034 
Number of stockholders 6,604 6,311 6,496 


1 Includes gain on disposition of discontinued operation of $1,355,000 after tax ($0.05 per share assuming full dilution). 


2 Adjusted for the two-for-one stock split effected in the form of a stock dividend on May 7, 1973 to stockholders 
of record on March 30, 1973. 


3 Earnings per common share on weighted average shares outstanding were $1.81, $1.39 and $1.25 for 1973, 1972 and 
1971, respectively. 
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To Our Shareholders 


In 1973 Utah International Inc. achieved 
record earnings, declared a 100% stock 
dividend, raised its cash dividend and 
ended the year with shareholders’ equity 
and the mineral sales backlog at all time 
highs. New sales agreements were entered 
into that could add significantly to the 
level of future earnings. 


1973 Earnings Record 

1973 marked the tenth consecutive year 
of improved profitability for the company. 
1973 net income of $52,050,000 was 30.6% 
above the $39,842,000 earned in the prior 
year and more than seven times the 
$7,085,000 recorded in 1963. In each of 
the last nine years net income has 
achieved a new historical high. On a fully 
diluted basis 1973 earnings were $1.80 

a share, compared with $1.38 a share 
realized in 1972. 

The earnings results reported for 1973 
include a charge of approximately $7 
million which was added to the general 
reserve for future costs. This provision 
was deemed prudent as a protection 
against the possibility of a decline in the 
value of certain real estate investments 
whose potential profitability has been 
affected by difficulties in obtaining realistic 
zoning and other necessary approvals. 


Dividends 

During the year the stock was split two 
for one in the form of a 100% stock 
dividend. Cash dividends of 45% cents 
a share were paid on the increased 
number of shares outstanding. This was 
the maximum amount that the company 
was permitted to pay under government 
guidelines, and compares with 44 cents 
a share paid in 1972. Dividend payments 
have increased every year for the past 
23 years. 


Performance of Individual Profit Centers 
Although earnings for the year were up 
sharply over the prior year, the contribu- 
tion by individual profit centers varied. 
Higher earnings resulted primarily from 
major gains from coking coal and copper 
while lower profitability was reported 

by uranium, real estate activities and 
Peruvian iron ore. Results from Australian 
and domestic iron ore, steam coal and 
ocean shipping were not significantly 
changed. 

In Australia increased production and 
higher price realizations for coking coal 
caused Utah Development Company’s 
profits to move sharply upward in 1973. 
Although not yet at full capacity, the Peak 
Downs coking coal mine completed its 


first full year of operations, and this 
additional production supplemented in- 
creased shipments from both the Black- 
water and Goonyella mines. In addition to 
the normal price adjustments provided 
for under the escalation provisions of the 
coking coal contracts, prices for deliveries 
to Japanese buyers under existing long- 
term contracts were raised in July 1973, 
providing approximately $10 million of 
additional revenue annually. A second 
round of similar price adjustments became 
effective January 1, 1974 and will provide 
a further revenue increment of approxi- 
mately $6 million per year. 

Copper earnings were also up sharply 
as a result of increased production and 
higher price realizations. Pima Mining 
Company's contribution to Utah's profits 
was greater primarily because of higher 
prices, and earnings would have been 
higher were it not for controls on domestic 
metal prices. Shipments of copper con- 
centrates from the Island Copper project 
in British Columbia climbed sharply 
as the mine and mill achieved design 
capacity. Complementing this higher out- 
put, London Metal Exchange copper 
quotations, which serve as the basis for 
pricing Island Copper deliveries, rose 
dramatically during the second and third 
quarters and remained at high levels for 
the balance of the year. 

Despite higher iron ore shipments 
from its operations in Western Australia, 
the earnings of Mount Goldsworthy were 
not changed significantly, as a price 
adjustment on Japanese sales, negotiated 
in recognition of the decline in the value 
of the U.S. dollar, did not become effective 
until the last half of the year. 

Uranium production at the Lucky Mc 
and Shirley Basin mines in Wyoming was 
relatively unchanged from a year earlier. 
However, rescheduling of substantial 
shipments into 1974 and 1975 will defer 
profit realization on the unshipped portion 
of the production until these later years. 
This circumstance, in combination with 
higher operating costs at both mines, par- 
ticularly at Shirley Basin where physical 
production problems persist, caused the 
profit contribution from uranium to 
decline considerably. 

Marcona’s contribution to Utah’s 1973 
profits also declined during the year. 
Higher shipping costs, labor disturbances 
and unreasonable wage settlements 
imposed by the Peruvian government 
caused iron ore operations in Peru to be 
conducted at a loss. Marcona’s earnings 
from ocean shipping were depressed early 


in the year because of the low level of 
charter rates prevailing in 1972 and early 
1973. The charter market strengthened 
during the year and Marcona’s shipping 
profits gained momentum in later months. 
Real estate activities were conducted 
at a loss in 1973 primarily because the 
company has been frustrated in its efforts 
to develop its major real estate investment 
as originally planned. An initiative mea- 
sure passed by the electorate of the city 
of Alameda has required extensive modi- 
fication of our plans for Harbor Bay Isle, 
a real estate development in the San 
Francisco area. Further, we have not yet 
been able to obtain approval for revised 
zoning on a satisfactory basis, as the 
proposed development is caught between 
governmental agencies with conflicting 
views and contrary objectives. The eco- 
nomic impact of actions yet to be taken 
in response to these circumstances can- 
not be reasonably estimated and it is 
for this reason that Utah elected to estab- 
lish a reserve in 1973 as a contingency 
against potential declines in the value 
of real estate assets. 


Future Mineral Sales 

At the close of the year the mineral sales 
backlog was recorded at $3.32 billion, 
reflecting the undelivered portion of sales 
made under long-term mineral sales 
contracts. This figure does not include 
Utah's share of the mineral sales backlog 
of either Marcona or Pima nor does it 
include sales that may be made under two 
new long-term coal agreements entered 
into during 1973. 

In February 1973 Utah signed an $875 
million contract to provide the coal 
necessary to operate a coal gasification 
plant to be owned and operated by sub- 
sidiaries of Pacific Lighting Corporation 
and Texas Eastern Transmission Corpora- 
tion. The plant will be located in northwest 
New Mexico and will be supplied with 
coal provided by Utah’s Navajo mine 
under a 25-year contract with escalation 
protection against future cost increases. 
Utah hopes to provide coal and water to 
supply four such plants and the agreement 
with the buyers gives them the right to 
acquire coal and water for the four plants 
if certain conditions are met. Although we 
expect this project to proceed, we will 
not include the contract in our backlog 
figures until we are confident that the 
necessary negotiations for a plant site 
lease can be satisfactorily concluded and 
that approval by the necessary govern- 
ment authorities is forthcoming. 


Net Income (millions of dollars) 
7.3 | 11,0 | 13.2 | 16.5 | 19.9 | 26.7 | 30.3 | 35.5 | 39.8 | 52.1 


Mineral Sales Backlog — $3,322 Million 


Computed at assumed copper price of 35¢ per pound. 


Nor have we included in the backlog 
an agreement signed in April to provide 
78 million tons of coal to a group of 
utilities planning a new electric generating 
plant near Craig, Colorado. This contract 
provides for coal deliveries beginning 
in late 1977 and continuing for 35 years 
at an average rate of approximately 2.1 
million tons annually. The coal would be 
provided from a new mine which Utah 
would develop utilizing its reserves near 
Craig. Part of these coal reserves are 
leased from the federal government and 
the ability to utilize these deposits could 
be affected if pending legislation passed 
by the Senate were to become law in its 
present form. The House version of this 
bill has not yet been acted upon and its 
final outcome is uncertain. While the 
matter remains in doubt, we will not 
include this contract in the sales backlog. 


New Shipping Venture 

In arranging coking coal sales with 
European customers, Utah has retained 
responsibility for fulfilling the ocean 
shipping requirements. Long-term con- 
tracts with shipping companies have been 
concluded to provide for the bulk of these 
needs. However, it has been decided that 
some portion of this transportation should 
be accomplished in Utah ships. For this 
purpose, affiliated companies have been 
established in which Utah will own 50% 
and companies with complementary back- 
haul shipments will hold the other 50%. 
Through these affiliates, orders for two 
new 126,000 ton bulk carriers have been 
placed with completions expected in 
several years. 


Ladd Petroleum Merger 

In view of the favorable outlook for 
suppliers of energy-related materials, 
Utah has moved to extend its resource 
extraction interests into oil and natural 
gas. Through a merger which became 
effective on November 30 Ladd Petroleum 
Corporation, a Denver-based firm special- 
izing in acquisition and development of 
oil and gas properties, became a wholly 
owned subsidiary of Utah. Although Ladd 
is a relatively new company, it has or- 
ganized an experienced and imaginative 
staff which has proven its ability to build 
an inventory of petroleum reserves in 
the United States and Canada at an 
attractive cost. We are pleased to have 
the additional capabilities represented 
by the Ladd personnel as a part of the 
Utah organization and to welcome those 
who have become new shareholders as 

a result of this transaction. 
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Officers to Retire 

Albert L. Reeves, Senior Vice President 
and Secretary of Utah and a Director, has 
indicated his desire to retire from full- 
time service early in the new year. Mr. 
Reeves joined Utah in 1958 and has played 
an important role in managing the con- 
duct of the company since that time. 
Charles E. McGraw, Senior Vice President 
and Manager of Construction Activities, 
also has elected to retire. Mr. McGraw, 
who leaves with 22 years of Utah service, 
is particularly noted for his years as 
Manager of Utah’s worldwide construction 
interests. Appreciation and good wishes 
are extended to both. 


Outlook 

As this report is being written, curtailment 
of Middle Eastern oil deliveries raises 
questions about the adequacy of energy 
supplies in Europe, Japan and the United 
States and the potential impact of an 
energy shortage on the level of economic 
activity. 

If the disruption in energy supplies is 
short-lived and the economic impact 
moderate, Utah International would expect 
satisfactory improvement in net income 
in 1974, even if copper prices retreat from 
the very high levels now prevailing. New 
projects scheduled to come on stream in 
the next several years and additional 
capacity to become available at existing 
operations provide the basis for our 
optimism when considering the outlook 
for Utah in the near-term. 

The record of progress of the company 
over the past decade testifies to the skill 
and dedication of company personnel in 
carrying out the duties assigned to them. 
Personally, and on behalf of the share- 
holders and the Board of Directors, we 
express our sincerest appreciation to 
those who have contributed so signifi- 
cantly to the success that the company 
has enjoyed. 


Respectfully submitted, 


Beh soyiey 


Chairman of the Board 


CON Wile 


President 


Distribution of 
Mineral Products 


Iron Ore 


Copper and by-product = 
minerals ee 


Mineral production and sales by Utah 
and its subsidiaries and affiliates include 
steam coal, coking coal, uranium, iron 
ore, copper and, as by-products, saleable 
quantities of gold, molybdenum, silver 
and rhenium. The mine sites and the 
markets which they served in 1973 are 
illustrated here. 


Coking Coal 


Share of Sales 
(millions of long tons) 


11969 1197011971 | 197211973 


Coking coal, or metallurgical coal, is 

a product characterized by special quali- 
ties suitable for use in the steel making 
process. Utah's interests in coking coal 
operations are represented by a 90% 
ownership in Utah Development Company, 
an enterprise operating in Australia. The 
remaining ownership of Utah Develop- 
ment is held by Australians as a result 
of a public offering in 1970. 

Utah Development currently operates 
three coking coal mines in the Bowen 
Basin of central Queensland, with another 
mine scheduled to commence shipments 
early in the 1975 fiscal year. Blackwater, 
the first of the existing mines, is wholly 
owned by Utah Development, while newer 
mines at Goonyella, Peak Downs and 
Saraji are 85%-owned by Utah Develop- 
ment with the balance held by Japanese 
interests. 

Blackwater, which commenced ship- 
ments in 1968, was originally developed 
with a relatively modest capital outlay in 
order to satisfy a requirement to deliver 
1.5 million tons annually to the Japanese 
steel industry. Later sales arrangements 
justified expansions of the mine facilities 
at Blackwater and the installation of 
additional rail and port capacity. In 1973 
shipments from Blackwater were at a 
record high of 3.3 million long tons, up 
from 3.0 million in the previous year. 
Recent expansions of mine and shipping 
facilities are expected to allow future 
output of the Blackwater operation to 
exceed 1973 levels. 

In 1969 when sales contracts were 
concluded for the annual delivery of an 
additional 7.0 million tons of coking coal 
to Japanese buyers, Utah Development 
commenced a program to build two new 
mines to be located at Goonyella and 
Peak Downs. In addition to the investment 
in mining equipment and processing 
plants, it was necessary to provide new 
port and railroad facilities, as well as a 
new town. Including the significant cost 
of this infrastructure, Utah Development's 
share of the total cost of the project was 
in excess of $200 million, still the largest 
venture in which Utah has participated. 
The capacity of Goonyella was anticipated 
at four million tons per year, with the entire 
output dedicated to contractual commit- 
ments with the Japanese steel industry. 
First shipments occurred late in 1971, and 
the first full year of production was 1972, 


when deliveries rose to 3.75 million long 
tons. Output in 1973 climbed to nearly 5.0 
million tons, which exceeded the require- 
ments of the earlier contracts and allowed 
shipments of 600,000 tons to European 
customers and 120,000 tons to Australian 
receivers during the year under short- 
term arrangements. 

The development of Peak Downs 
followed that at Goonyella by approxi- 
mately one year, as first shipments took 
place in mid-1972. Design capacity of 
Peak Downs is five million tons per year, 
of which three million is committed under 
the original sales contracts. Subsequent 
sales arrangements finalized in 1972 have 
resulted in an additional annual commit- 
ment of about 1.5 million tons of Peak 
Downs coal for European steel producers. 
In 1973, the first full year of operations, 
sales reached 3.1 million tons, of which 
1.6 million tons were delivered to Europe 
and 1.5 million tons to Japan. 

The sales negotiations of 1972 de- 
veloped sufficient new business with 
Japanese and European buyers to justify 
the construction of a new mine at Saraji. 
This program was underway throughout 
1973 and it is anticipated that first deliv- 
eries will be made on schedule in 1975. 
Rising capital costs and revaluations of 
the Australian currency will combine 
to lift Utah’s share of the estimated capital 
requirement for this 4.5 million ton per 
year mine to nearly $170 million. 

Utah Development has under con- 
sideration the development of a fifth 
coking coal mine to be located at Norwich 
Park. Situated some 30 miles south of 
Saraji, this mine would be in a position 
to share some of the facilities now being 
constructed for the Saraji project. With 
uncertainties created by the attitude of 
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the present Australian government as 
to the desirability of future capital inflow, 
a schedule to begin development of 
Norwich Park and market its output has 
not yet been established. 

Utah Development's coking coal mines 
are efficient, modern open-cut operations 
in relatively remote locations. The Queens- 
land government has encouraged and 
assisted with these projects. As a result, 
networks for transportation, power and 
communications have reached into new 
areas, and the economic development 
of the state has advanced materially. 


Steam Coal Steam coal derives its name 
from its primary historical use — it is 
burned in the process of converting water 
to steam, which in turn provides the 
energy to drive electric generators and 
other machinery. Supplementing this 
traditional use, technology exists to 
convert the energy content of this coal 
to a product similar to natural gas. 

Utah’s most substantial interest in 
steam coal is in the Four Corners area of 
New Mexico. There, the Navajo mine has 
operated since 1963 to fuel the Four 
Corners Power Plant, an important source 
of electricity for the southwestern United 
States. This plant, which is today owned 
by a group of six utility companies, began 
as a two generating unit development 
with a rated capacity of 350,000 kilowatts. 
Three units added subsequently have 
raised that capacity to 2,085,000 kilowatts 
and corresponding increases in the 
requirement for coal have made the 
Navajo mine the largest coal mine in 
the United States. 

Deliveries from the Navajo mine in 
1973 were at a record level of 7.1 million 
short tons, exceeding the 6.6 million tons 
sold in 1972 when mechanical difficulties 
experienced at the power plant limited 
operations. 

Fuel supply contracts with the power 
plant owners extend to the year 2004 and 
contain renewal options and price escala- 
tion provisions. Of the 1.1 billion tons 


of coal at the Navajo mine recoverable by 
strip mining methods, less than one-third 
is committed under these agreements. 

The balance of the Navajo mine re- 
serves has been conditionally committed 
to two utility companies as an energy 
supply for as many as four substitute 
natural gas (SNG) plants. These plants 
will convert the coal into pipeline quality 
gas for use in the southern California 
area. It is expected that each of these 
plants will produce 250 million cubic feet 
of gas per day and will require annual 
coal purchases of approximately 9.6 
million tons. With prompt acceptance of 
the program by appropriate governmental 
agencies, the first unit is expected to 
commence operation by 1978. 

Eight miles north of the Navajo mine, 
Utah operates the San Juan mine as a 
contractor for Western Coal Company 
which controls strippable coal reserves 
near a new power plant owned by two 
utilities. Deliveries from this operation 
commenced in April 1973 and shipments 
for the year totaled 263,000 tons. 

Reserves near Craig, Colorado and 
Kanab, Utah comprise the balance of 
Utah’s proven steam coal holdings. 
Approximately one-half of the Craig 
reserves are dedicated to a power plant 
scheduled to begin operations in 1978. 


Uranium 


Sales 
(millions of pounds) 


1969 11970 11971 1197211973 


Uranium-bearing ores are mined and 
processed to produce U,O, concentrates. 
These concentrates are delivered to 
conversion facilities for the benefit of 
Utah’s customers who have requirements 
for enriched uranium as an energy source 
for nuclear power generating stations. 

Until 1970 all or a substantial portion 
of Utah’s annual output was delivered 
to the Atomic Energy Commission. How- 
ever, during the late 1960’s a commercial 
market for uranium began to develop and 
by 1971 private users had virtually re- 
placed government buyers. Yet, the 
private demand for uranium currently is 
well below the level that will be attained 
if nuclear power assumes a major role in 
satisfying the world’s future energy needs. 
Under present contractual requirements, 
Utah will deliver all production through 
1975, with only a portion committed for 
delivery after that time. In the belief that 
the market for uranium will strengthen 
in the latter half of this decade, Utah has 
not attempted to conclude additional 
long-term sales at terms that apparently 
represent the current market. 

Utah has two uranium mines, both in 
Wyoming, with a combined production 
capability of 4.3 million pounds per year. 
Although 1973 production of 4.1 million 
pounds was Close to full capacity opera- 
tions, total shipments for the year, ex- 
cluding 440,000 pounds processed by 
others from Utah’s ore, were only 1.8 
million pounds. This compares with 
production and shipments, excluding 
concentrates processed by or purchased 
from others, of 4.2 million pounds in 1972. 
The decline in shipments in the current 
year and a corresponding increase in 
concentrate inventories resulted from 
changes in delivery schedules agreed to 


by Utah to accommodate buyers whose 
requirements were delayed beyond their 
expectations. While most of the schedule 
changes involve a relatively short time 
span, their effect will be to defer profits on 
some current production to later fiscal 
periods. Recently the costs have escalated 
faster than prices, also contributing to 
a decrease in uranium earnings. This 
latter situation will not be corrected until 
there is a marked increase in the selling 
price of U,O,. 

The Lucky Mc project, consisting of 
an open-pit mine and mill in the Gas Hills, 
has operated since 1958. The Shirley 
Basin properties were operated as early 
as 1960 as an underground mine and later 
using solution mining techniques. In 1971 
the project was completely redesigned 
to include a new open-pit mining operation 
and mill comparable in size to Lucky Mc. 
From the outset the new project has been 
troubled by pit wall stability problems and 
higher than anticipated operating costs. 


arth uranium- 


Iron Ore 


Share of Sales 
(millions of dry long tons) 
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lron ore is found in many forms and in 
considerable supply throughout the world. 
Successful development of an iron ore 
deposit requires employment of an 
efficient blend of mining, processing and 
transportation methods to gain a position 
among those competing to supply the 
world’s steel industries. Many different 
and innovative combinations of these 
factors are currently in evidence, suited 
to the location, quality and geological 
characteristics of particular ore bodies. 
Utah participates in four such iron ore 
projects. 

With shipments commencing in 1944, 
the lron Springs mine near Cedar City, 
Utah, represents one of the company’s 
early entries into the mining business. By 
conventional open-pit mining methods 
and through employment of a unique 
travelling magnetic concentrator which 
processes low grade alluvial deposits, 
Iron Springs produces iron concentrates 
for delivery by rail to United States Steel 
Corporation’s Geneva Works at Provo, 
Utah. Shipments in 1973 were 580,000 
short tons, relatively unchanged from the 
two prior years. CF&l Steel Corporation 
owns several iron ore mines nearby 
at which Utah, as a contractor, performs 
stripping and mining operations. 

Utah Development Company holds a 
one-third interest in Mount Goldsworthy 
Mining Associates, a group involved in 
operating and developing hematitic iron 
ore properties in Western Australia. The 
first such venture involved the construc- 
tion of the Mount Goldsworthy mine, 
crushing and shiploading facilities at 
Port Hedland and a railroad to link the 
two installations. Since the first shipments 
from the Mount Goldsworthy deposit in 
1966, the mining operations have been 
expanded on several occasions, with 
production prior to the current year reach- 
ing a peak of 6.5 million dry long tons in 
1971. A more recent expansion program 
completed in 1973 involved the develop- 
ment of new ore bodies at Shay Gap and 
Sunrise Hill. With these new operations, 
total shipments in 1973 rose to 8.0 million 
dry long tons from the 6.0 million ton 
level of 1972, when buyers were seeking 


to reduce deliveries. Substantially all of 
the current year’s sales were under long- 
term contracts with the Japanese steel 
industry, except relatively small quantities 
sold to China and France. 

A deposit from which the Mount 
Goldsworthy group could realize sub- 
stantial future production is designated as 
Mining Area C, where the presence of 
some 750 million tons of good quality iron 
ore is indicated. A mining operation at 
this location, including a plant to pelletize 
some portion of its output, would require 
a sizeable investment. Detailed feasibility 
studies and discussions with the Japanese 
steel industry and the Australian govern- 
ment are in progress to determine whether 
such a project is viable at this time. 

Utah owns 46% of Marcona Corpora- 
tion, which through subsidiaries operates 
iron ore mines in Peru and New Zealand 
and owns a fleet of vessels engaged in 
ocean shipping. Marcona was originally 
formed in 1952 to develop large iron ore 
deposits near the southern coast of Peru. 
In order to meet the rising quality stan- 
dards established by the steel industries 
which it serves, the Marcona mine has 
continually increased its capacity to pro- 
duce beneficiated iron ore products. 
As a result, the Marcona mine today is 
a complex installation of mining and 
processing equipment with the ability to 
produce in excess of ten million tons of 
beneficiated product each year, including 
four million tons of highly merchantable 
iron ore pellets. Since it is located in 
an arid and undeveloped area, Marcona 
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Iron Ore (continued) 
and Shipping 
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also has provided the capital for fulfilling 
the housing, medical and educational 
needs of the community. 

Industrial disturbances continue to 
hamper Peruvian operations, and con- 
sequently the 1973 shipment level of 8.9 
million tons was 200,000 tons lower than 
shipments in the previous period. 

Early in 1973 Marcona concluded dis- 
cussions with Japanese interests which 
were intended to lead to construction 
of new pelletizing plants.in Peru, the 
capital for which would be provided by 
the Japanese. The agreement required 
approval of the project by the Peruvian 
government, but this approval was not 
received within the allotted time. Cur- 
rently it is not known whether the project 
can be restructured satisfactorily. 

Marcona’s New Zealand venture 
consists of mining iron-bearing coastal 
sands through the use of a hydraulic 
dredge. Then, in slurry form the iron ore 
is concentrated and pumped offshore to 
specially designed ships. Current year 
shipments of approximately one million 
tons are equal to those of last year. 


Shipping The initial ocean shipping 
activities of Marcona were undertaken to 
transport Peruvian iron ore products to 
Marcona’s customers throughout the 
world. In satisfying this objective and in 
seeking to fill the shipping needs of others, 
Marcona has brought under its control 

a sizeable fleet of vessels. In addition to 
those ships employed under numerous 
chartering arrangements, Marcona sub- 
sidiaries own a total of 12 large carriers 
with a combined capacity of 1.2 million 
deadweight tons. Two of these ships, a 
70,500 ton self-discharging dry bulk 
carrier and a 99,700 ton ore-oil combina- 


tion carrier, were acquired in the current 
year. Ten of the 12 owned vessels have 
the capability of transporting oil as well 
as dry cargoes, and two are outfitted with 
Marconaflo equipment which allows the 
use of this unique and efficient method of 
handling slurried ores. With this cargo 
flexibility, Marcona’s shipping operations 
have been in an advantageous position 
to benefit from a continual expansion in 
the demand for transportation of natural 
resources. Marcona’s shipping earnings, 
which were not materially changed from 
the prior year, continued to provide an 
important contribution to Utah’s profits. 

Utah arranges the ocean transportation 
for copper concentrate production from 
the Island Copper mine and for that of 
Australian coking coal to European cus- 
tomers. These activities in the past have 
consisted of arranging and administering 
contracts and schedules with vessel 
owners. However, two 126,000 ton dry 
bulk carriers for Utah’s use are now in the 
early stages of construction in a Japanese 
yard as a result of current year activities. 
Each of these ships will be owned by a 
new corporation in which Utah holds a 
50% interest, and under charter to Utah 
will carry coking coal from Australia to 
Europe. Then, under charter to the other 
owner of the new corporations, they will 
deliver iron ore from the Atlantic basin 
to Japan. 
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Utah and its 25%-owned affiliate, Pima 
Mining Company, mine and concentrate 
ores containing copper and important 
amounts of molybdenum, gold, silver and 
rhenium as by-product minerals. Copper 
values in the current year have been char- 
acterized by sharp differences between 
the price-controlled United States market 
and the international market where prices 
have risen substantially over the period. 
Strong demand for copper resulting from 
the vigorous production levels of the 
industrialized countries, rising production 
and smelting costs and the severe opera- 
ting problems experienced in some of the 
less developed countries have been 
largely responsible for this upward pres- 
sure on prices. Opinion is mixed as to 
the timing of a return to a lower price 
structure for copper. 

Utah’s Island Copper mine is at the 
north end of Vancouver Island in British 
Columbia. Development of the project 
began in 1969, consisting of an open-pit 
mine and mill capable of producing an- 
nually concentrates containing 110 million 
pounds of copper metal. In addition, a 
sizeable housing development in the town 
of Port Hardy was required to accom- 
modate the work force. Contracts were 
concluded in the same year with Japanese 
companies to sell the entire output of 
the project for the first five years of opera- 
tions and approximately two-thirds of the 
production for the next five years. Pricing 
under the contracts is based on London 
Metal Exchange quotations. 

The first shipload of concentrates 
departed Island Copper early in the 1972 
fiscal year. In 1973, the first full year of 
operation, Island Copper production rose, 
reflecting additional operating experience 
and the refinement of mining and con- 
centrating techniques. The installation of 
new equipment and modifications of the 
grinding circuits had, by year end, 
allowed production from Island Copper 
to exceed original plans. 

Shipments from Island Copper in 1973 
reached 97 million pounds of copper 
contained in concentrates, up from 65 
million pounds delivered in 1972. The gold 
content of the 1973 shipments was 44,000 


ounces, establishing that metal as the 
most important by-product. Given a con- 
tinuation of current production rates, 
1974 shipments will exceed those of the 
1973 period. 

The Pima Mining Company operates 
an open-pit mine and mill near Tucson, 
Arizona. Since its beginning in 1956, the 
Pima operation has been expanded on 
several occasions, rising most recently in 
1972 to the present capacity of 160 million 
pounds of copper per year in concentrate 
form. Pima, through arrangements with 
smelters, has agreed to sell approximately 
one-half of its output at the U.S. pro- 
ducers’ price, which is subject to federal 
price controls. Pima sells the balance 
under arrangements which seem most 
appropriate at the time, which in 1973 
included forward sales commitments. 
Production at Pima in the latest period 
exceeded that of 1972, reflecting the first 
full year of operations at the expanded 
facilities. However, with differences in 
year-end copper inventories, 1973 re- 
corded sales of 148 million pounds were 
slightly below the 157 million pounds 
delivered in the earlier year. In spite of 
these lower shipments, higher price 
realizations in 1973 lifted Pima’s contri- 
bution to Utah’s profits. 
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Tied to the desire for an improved 
standard of living is the requirement for 
vast amounts of raw materials and energy- 
related resources. As presently known 
sources are exhausted, exploration efforts 
must be intensified and expanded through- 
out the world to insure a continual flow 

of necessary minerals. 

The search for new mineral deposits 
by Utah and its affiliates spans the globe 
and includes such areas as the western 
United States, Australia, Canada, the 
South Pacific, Brazil, Africa and Green- 
land. Expanded activities into new 
geographic regions are expected to be 
directed toward the same types of com- 
modities traditionally mined by Utah in 
areas where the investment climate and 
mineral potential are favorable, and 
where the environmental impact of the 
mining project is acceptable. Search 
activities are conducted with an aware- 
ness not only of the future market potential 
of these minerals but also with an eye 
towards the fullest practicable recovery 
of the reserves and the conservation of 
the overlying land surface. 

The exploration effort in 1974 will place 
greater emphasis on new geographic 
regions. This shift is the result, in part, 
of a reduction in costly drilling programs 
in Australia, where recent expressions 
of policy by the Australian government 
with respect to new mineral development 
by overseas companies have created 
uncertainties as to the outlook for future 
investments in that country. 

Once exploration activities have dis- 
covered the mineral deposit from which 
a new mining operation will emerge, 
Utah concerns itself with the effect of 
the operation on the natural and human 
resources in the region of influence. An 
evaluation of proposed mining activities 


and their sites is made so their develop- 
ment will incorporate acceptable environ- 
mental standards. In the course of surface 
mining activity, land is unavoidably 
disturbed and at Utah operations, major 
emphasis is placed on reshaping the land 
and establishing viable vegetation. To this 
end, grading and seeding is conducted 
and research has been undertaken to 
determine optimum methods and plant 
species for vegetation of mined lands. 

Utah also places great importance on 
the preservation of human resources, as 
industrial health, safety and working con- 
ditions are accorded emphasis in all of 
Utah's activities. 

Motivated by a growing awareness of 
the need for minerals, particularly energy- 
related resources, exploration and mining 
activities will necessarily continue in 
order to expand the availability of these 
essential products. In so doing, it is neces- 
sary to implement realistic reclamation 
programs designed with an awareness of 
human needs and environmental con- 
siderations, the costs of which will not 
disproportionately alter the price of the 
end products. 
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Utah began in 1900 as a construction 
company, and came to be known inter- 
nationally for its expertise in building 
large heavy earthworks projects. For 69 
years construction represented a very 
substantial portion of the company’s 
activities. Then, because of a commitment 
to a sizeable capital spending program 
for new mines and the need to dramati- 
cally broaden the financial base of the 
company, it was concluded that the 
unpredictability of the construction busi- 
ness constituted an unacceptable risk. 
Consequently, in 1969, all of Utah’s heavy 
construction activities were sold, followed 
in 1971 by the sale of all dredging assets. 
Today the only investment in construction 
is as a limited partner in an enterprise 
which builds commercial and light indus- 
trial structures primarily in the western 
United States. 

An interest in land development ven- 
tures was generated at Utah during the 
early 1950’s. Since that time a wide 
variety of projects have been pursued, 
including industrial parks, residential 
developments, retirement residences, golf 
courses, shopping centers and commer- 
cial buildings. Those projects in which 
the company still maintains a significant 
investment are all in California and 
include: 

Harbor Bay Isle 900 acres of undeveloped 
property on San Francisco Bay. A pro- 
posal by Utah and a partner for residential 
and commercial development of this 
property is under review by various 
interested local government groups. 
Vandenberg Village A residential de- 
velopment including a shopping center 
and golf course near Vandenberg Air 
Force Base. Sales of residential property 
which began in 1959 continued with 820 
acres still unsold at year end. 

South Shore Center An attractive 
shopping center on 49 acres in the San 
Francisco Bay area. Built in 1956, this 
project is owned and operated as an 
investment. 


Pauma Valley A picturesque setting of 
residential properties surrounding a 
private golf course at the base of Mount 
Palomar near San Diego. Sales of 
homesites, completed houses and con- 
dominiums have characterized the 
development of the 1771 acres acquired 
since 1959. 
Moraga Ranch A residential property 
east of Oakland. Although the entire 4,000 
acres at Moraga have been sold, the 
receipt of installment payments continued 
to yield current profits. 

Land development operations realized 
a loss in 1973, as investment income and 
profitability from current and deferred 
sales arrangements were not adequate to 
offset the costs of holding and maintaining 
unsold properties. Adding to these costs 
in 1973 was an expense incurred for the 
preparation of an earlier development 
plan for Harbor Bay Isle. These develop- 
ment costs were being capitalized until 
March when, as a result of the passage of 
an initiative proposition which limits 
residential development in the city of 
Alameda, it became appropriate to ex- 
pense the amounts so capitalized. A modi- 
fied plan for the area based on the 
concepts of the initiative proposition and 
in keeping with the anticipated lifestyle 
of the project’s residents is being readied 
for approval by appropriate city agencies. 

Considering the demands of existing 
projects and the many frustrations of the 
land development business resulting 
from the need to satisfy hosts of govern- 
mental agencies, Utah International is 
not aggressively seeking opportunities 
to participate in new large-scale land 
development projects at this time. 
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The rapid expansion of Utah’s mining 
installations in recent years has given rise 
to a number of changes in Utah’s capital 
structure. In 1970 the stockholders’ equity 
was increased through a public offering 
in Australia and the conversion of deben- 
tures in order to provide a more sub- 
stantial borrowing base. In the two 
following years, as capital spending rose 
to unprecedented levels, large amounts 
of new long-term debt were recorded. 
Capital expenditures in 1973 continued at 
high levels, totaling in excess of $100 
million including loans to the Queensland 
government to finance certain services 
required for the operation of Utah’s coking 
coal mines. However, because cash 
generation has risen substantially in the 
current year, largely due to the perfor- 
mance of new projects, most of the year’s 
capital spending was funded internally 
without the need for large increases in 
long-term borrowings. Expenditures in 
1974, which are again expected to be 
substantial, are currently projected at 
$105 million. The largest portion of these 
expenditures is dedicated to the new 
Saraji coking coal project. With antici- 
pated cash flow and approximately $98 
million of additional debt available under 
existing loan commitments, present 
financial resources appear ample to meet 
peak borrowing requirements. 


Replacement Borrowings Of the borrow- 
ing arrangements entered into at the time 
a new project is undertaken, a large 
portion involve interest rates which fluc- 
tuate with money market conditions. It has 
been Utah's practice to replace some of 
these loans with fixed interest rate 
obligations at such time as acceptable 
long-term rates become available. This 
occurred on two occasions in 1973, with 

a new $20 million loan from a group of 
Japanese banks and a loan from the 


Earnings Per Share (dollars) 
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® Extraordinary Income 


Export-Import Bank of the United States 
to finance the purchase of American 
goods for the Saraji project. 


Changes in Currency Values Again in 
1973, imbalances in the relative values of 
the world’s currencies occurred and 
various countries took corrective action. 
The only currency so involved which 
directly affected Utah’s operations was 
the Australian dollar, which in three sepa- 
rate instances during the year moved 
upward against the United States dollar. 
Through the provisions of newer sales 
contracts and by amendment of older 
contracts with Japanese buyers, coking 
coal prices have been increased to com- 
pensate Utah for the effect of these 
revaluations. Higher capital costs as in 
the case of the developing Saraji mine are 
not offset in the same manner, and will 
result in somewhat higher amortization 
charges during the period over which the 
project is written off. Iron ore sales 
contracts do not generally provide for 
price increases, but in the current year 
the Japanese steel industry agreed to 
higher price levels for the Mount 
Goldsworthy group and other Australian 
producers to partially offset the currency 
movements. 


Stock Split At the February 1973 meeting 
of the Board of Directors, action was 
taken to split the common stock in the 
form of a 100% stock dividend paid on 
May 7, 1973. 14,402,039 new shares were 
issued at that time. 


Shareholders The number of Utah 
shareholders at year end totaled 6604, 
up slightly from last year. These share- 
holders live in all 50 states and in 14 
foreign countries. The recent merger with 
Ladd Petroleum Corporation which be- 
came effective on November 30, 1973 has 
caused the number of shareholders to 
rise materially since the end of the year. 


Dividends Per Share (dollars) 


Statement of 
Consolidated Income 


Utah International Inc. 
and Subsidiaries 


Years ended October 31 


Income 


1973 


1972 


Amounts in thousands 


Lun EEE nd 


Gross revenues from operations (Note 1) $315,645 $209,770 
Costs and expenses 220,778 147,134 
Gross profit from operations $ 94,867 $ 62,636 
Equity in earnings (losses) of — 
Affiliates (Note 2) 10,279 14,018 
Joint ventures and partnerships (Note 3) (2,734) (88) 
Interest 7,053 4,816 
Other, net (329) (113) 
Gross profit and other income $109,136 $ 81,269 
Expenses 
General and administrative FEE $ 5,983 $ 5,049 
Provision for employees’ retirement plan 1,160 920 
Interest (Note 4) St 16,069 13,072 
Minority interest in earnings of subsidiaries 3,039 1,851 
$ 26,251 $20,892 
Income before income taxes $ 82,885 $ 60,377 
Provision for income taxes (Note 5) 30,835 20,535 
Net income $ 52,050 $ 39,842 
Earnings per common share (Note 6) . $ 1.81 $ 1.39 
Earnings per common share assuming full dilution (Note 6). . $ 1.80 $ 1.38 
The accompanying accounting policies and notes are an integral part of this statement. 
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Assets October 31 


Current assets 
Cash i = Nea 
Accounts and notes receivable . . 
Current portion of long-term receivables 
Inventories, at the lower of average cost or market 
Prepaid expenses 
Total current assets 


Investments 
Affiliated companies (Note 2) 
Joint ventures and partnerships (Note 3) 
Land and real estate, at cost — 
Real estate held for development and sale 
Land and improved real estate held for investment, 
less accumulated depreciation of $3,827 
in 1973 and $3,556 in 1972 


Other assets, net of current portion 
Loans for construction of railroad and power facilities 
Long-term receivables and other 


Equipment and facilities 
Mining lands, leases and development costs 
Mining equipment and facilities 
Mining facilities under development 
Other 


Less — Accumulated depreciation, 
depletion and amortization 


The accompanying accounting policies and notes are an integral part of this statement. 


1973 


1972 


Amounts in thousands 
————————— — — ————— — — 


$ 8,463 $ 6,951 
18,274 24,135 
7,716 5,962 
43,181 26,267 
6,602 3,101 

$ 84,236 $ 66,416 
$101,471 $100,830 
7,086 6,376 
6,670 7,062 
8,236 9,118 
$123,463 $123,386 
$ 79,998 $ 61,778 
44,017 39,494 
$124,015 $101,272 
$ 76,187 $ 70,207 
322,712 280,421 
64,128 21,033 
2,844 1,840 
$465,871 $373,501 
96,337 70,459 
$369,534 $303,042 
$701,248 $594,116 


Liabilities and Stockholders’ Equity October 31 


1973 


1972 


Amounts in thousands 


Current liabilities 
Bank loans and current portion of long-term liabilities 
Accounts payable 
Accrued liabilities 
Accrued income taxes 
Total current liabilities 


Long-term liabilities, net of current portion (Note 4) 
Unsecured 
Other 


Deferred credits 
Income taxes 
Other 


Minority interest in subsidiaries 
Contingent liabilities and commitments (Note 9) 


Stockholders’ equity 
Preferred stock, without par value — 
Authorized — 1,000,000 shares; issued — none 
Common stock, par value $2 per share (Notes 4 and 7) — 
Authorized — 40,000,000 shares 
Issued — 28,817,990 shares in 1973 and 
28,752,488 shares in 1972 
Paid-in capital eres 
Retained earnings (Notes 2 and 8) 
Treasury stock, at cost — 732 shares in 1973 


$ 5,792 $ 11,618 
28,592 15,550 
24,138 15,373 
13,349 2,156 

$ 71,871 $ 44,697 

$228,172 $216,569 

1,672 2,162 
$229,844 $218,731 

$ 69,491 $ 49,918 
11,734 4,722 

$ 81,225 $ 54,640 

$ 7,512 $ 5,516 

$ = $ = 
57,636 28,753 
37,289 64,829 

215,895 176,950 
(24) = 
$310,796 $270,532 
$701,248 $594,116 
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Years ended October 31 


Dollar amounts in thousands 


OC oer 


Balance, October 31, 1971 
Net income 
Common stock issued upon 
conversion of debentures 
Common stock issued to employees 
as restricted stock bonuses 
Cash dividends of $.44 
per share (Note 7) 
Balance, October 31, 1972 


Net income 

Common stock issued to 
stockholders in a two-for-one 
stock split effected in the 
form of a stock dividend 

Common stock issued upon 
conversion of debentures 

Common stock issued to employees 
as restricted stock bonuses 

Cash dividends of $.455 
per share (Note 7) 


Balance, October 31, 1973 


The accompanying accounting policies and notes are an integral part of this statement. 


Common Stock Paid-In_ Retained 
Shares Amount Capital Earnings 
(Notes 4 & 7) (Notes 2 & 8) 
14,321,748 $28,644 $62,840 $149,743 
- - - 39,842 
48,086 96 1,596 - 
6,410 13 393 — 
~ = - (12,635) 
14,376,244 $28,753 $64,829 $176,950 
- - _ 52,050 
14,402,039 28,804 (28,804) = 
35,147 70 879 - 
4,560 9 385 - 
= _ - (13,105) 
28,817,990 $57,636 $37,289 $215,895 


Statement of Years ended October 31 1973 der2 
Changes In Amounts in thousands 
Consolidated OO 


Financial Position 
Utah International Inc. 
and Subsidiaries 


Working capital was provided from 
Operations — 


Depreciation, depletion and amortization 
Provision for deferred income taxes . 
Minority interest in earnings of subsidiaries 
Provision for major maintenance 
Equity in undistributed earnings of affiliates, 
joint ventures and partnerships 
Working capital provided from operations 


Long-term borrowings ..... *, ; shins 
Transfer of investment in real estate to partnership. . 


power facilities oC. i AFAR 
Common stock issued upon conversion of debentures 
Total working capital provided 


Working capital was used for 
Additional investment in — 
Equipment and facilities 
Other assets .. Bieaectnsd ee . 
Affiliates, joint ventures and partnerships 
Land and real estate .. resi eso eietgigl Si 
Transfer of assessment liens to partnership. . 
Reduction of long-term liabilities .... 
Cash dividends paid to stockholders 
Conversion of debentures to common stock 
Other : ste eee. 
Total working capital used 
Net increase (decrease) in working capital 


Working capital increase (decrease) by component 
Cash 
Receivables ... aes 
Inventories and prepaid expenses . 
Bank loans and current portion of long-term liabilities. . 
Accounts payable 
Other current liabilities . 


The accompanying accounting policies and notes are an integral part of this statement. 


$ 52,050 $ 39,842 
28,932 21,000 
16,843 18,038 
3,039 1,851 

1,547 = 
2,299 (4,756) 

$104,710 $ 75,975 

35,840 62,889 
_ 27,336 

5,591 10,491 
5,343 4,796 
949 1,692 
$152,433 $183,179 

$97,438 $ 59,939 
10,510 33,288 
3,991 5,949 

809 4,622 

= 23,134 
32,769 25,704 
13,105 12,635 
949 1,692 
2,216 1,590 
$161,787 $168,553 

$ (9,354) $ 14,626 

$ 1,512 $ (1,188) 
(4,107) 10,945 
20,415 10,835 

5,826 (8,291) 
(13,042) 2,854 
(19,958) (529) 

$ (9,354) $ 14,626 
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Accounting Policies 


Basis of Consolidation The consolidated financial statements include the accounts of Utah 
International Inc. and all subsidiary companies (Utah), after elimination of significant inter- 
company items and transactions. In addition, the statements include Utah’s equity in the 
earnings of affiliated companies in which Utah does not have a majority interest. The basis of 
recording the equity in these earnings is the affiliates’ most recent audited financial state- 
ments and their subsequent unaudited interim reports. 


Exploration and Development Costs Exploration costs are expensed until it is determined that 
the development of a mineral deposit is likely to be economically feasible. After this deter- 
mination is made, all costs related to further development are capitalized. Capitalized de- 
velopment costs include financing costs of identifiable new borrowings associated with the 
development of new mining projects. 


Currency Translation The accounts in foreign currencies are translated to U.S. dollars based 
on appropriate rates of exchange. Assets and liabilities are translated at the exchange rates in 
effect at the respective year-ends, except that equipment and facilities (and related depre- 
ciation, depletion and amortization) are translated at rates prevailing at the time of acquisition. 
Stockholders’ equity, income and expense accounts (other than depreciation, depletion and 
amortization) are translated at the exchange rates in effect when the transactions occurred. 
Fluctuations in these exchange rates had no significant effect upon the accompanying con- 
solidated financial statements. 


Income Taxes Deferred income taxes are provided for timing differences in the reporting of 
certain income and expense items for financial statement and tax purposes. The primary 
causes of timing differences are development costs (deferred and amortized in the financial 
statements — deducted currently for tax purposes) and the earnings of affiliates (reflected in 
the financial statements by use of the equity method — reported for tax purposes when earn- 
ings distributions are received). Utah defers the investment credit and amortizes it over the 
average lives of the related assets. The investment credit had no significant effect upon the 
statement of consolidated income. 


Equipment and Facilities Equipment and facilities are carried at cost and include expenditures 
which substantially increase the useful lives of existing assets. On disposition of an asset, its 
cost and related depreciation, depletion or amortization are removed from the accounts and 
any gain or loss is recorded in income. Maintenance, repairs and minor replacements are 
charged to operating costs and expenses as incurred, except for maintenance and repairs 
associated with the development of new mining projects which are capitalized. The cost of 
equipment and facilities is depreciated, depleted or amortized over the useful lives of the 
related assets by use of the unit-of-production, straight-line or declining-balance methods. 


Notes to Consolidated Financial Statements 


1. Revenue A substantial portion of Utah’s gross revenue from operations results from sales of 
iron ore, coal and copper concentrate to Japanese and European companies under long-term 
sales agreements. In 1973, sales to Japanese and European companies amounted to about 
72% and 11% of gross revenue, respectively. 

Approximately 85% of Utah's mineral sales backlog, which totals $3.32 billion at October 
31, 1973, is under long-term sales agreements which contain escalation clauses affording 
protection against future cost increases. 


2. Affiliated Companies The composition of Utah’s investment in affiliated companies at Octo- 
ber 31, 1973, is as follows (in thousands): 


Equity in undistributed earnings of affiliates — 


Included in retained earnings ; sais : $ 78,886 
Included in deferred income taxes Revacters : aster 7,279 

$ 86,165 

Cost of investments ies : Lt Core te Pica s 15,306 
$101,471 


Below is a summary of the unaudited financial statements of Marcona Corporation (Marcona) 
and Pima Mining Company (Pima), Utah’s most significant affiliates, and of all affiliates com- 
bined as of October 31, 1973 (in thousands): 


Marcona Pima Total 

(46% Owned) (25% Owned) Affiliates 

Current assets F Sapateaeeen A $ 81,935 $ 29,930 $132,812 

Other assets 219,387 72,285 374,441 

$301,322 $102,215 $507,253 

Current liabilities $ 42,107 $ 11,950 $ 75,795 

Long-term liabilities 96,411 28,073 192,386 

Stockholders’ equity 162,804 62,192 239,072 

$301,322 $102,215 $507,253 

Revenue $239,835 $ 76,216 $360,902 

Net income 13,398 20,050 32,461 
Utah's recorded share of — 

Stockholders’ equity Rae j $ 74,627 $ 15,997 $101,471 

Net income for year 5,979 4,810 10,279 


According to Marcona, sales to Japanese and European companies amounted to about 62% 
and 7% of its gross revenue, respectively. Approximately 50% of the stockholders’ equity in 
Marcona is represented by net assets located in Peru. In 1973, Marcona Mining Company, a 
wholly owned subsidiary of Marcona Corporation, experienced losses from its Peruvian mining 
operations. 


3. Joint Ventures and Partnerships Below is a summary of the unaudited balance sheets of 
Harbor Bay Isle Associates and of all joint ventures and partnerships combined as of October 
31, 1973 (in thousands): 

Harbor Bay Total Joint 


Isle Associates Ventures and 
(50% Owned) Partnerships 


Current assets ; Pei eRatiake ‘ $ 74 $ 9,918 
Other assets : me Cosel nigeria ; 28,510 30,507 

$28,584 $40,425 
Current liabilities P $ 981 $ 8,889 
Long-term liabilities _ ' : ; 23,220 23,971 
Net worth 4,383 7,565 

$28,584 $40,425 


4. Long-Term Liabilities Long-term liabilities at October 31, 1973 and 1972, consisted of (in 
thousands): 


1973 1972 
Unsecured — 
Notes payable to banks, 8.8% (weighted average), 
due in varying installments to 1980 (a) ; $135,203 $124,302 
Notes payable to insurance company, 7.6%, 
due in varying installments from 1974 to 1988 55,000 55,000 
8% Guaranteed Sinking Fund Debentures 
due March 15, 1987 (b) 4 20,000 20,000 
7%2% Guaranteed Notes due March 15, 1979 (c) 20,000 20,000 
5% % Subordinated Guaranteed Debentures 
due September 15, 1983 (d) coe 3,419 4,463 
$233,622 $223,765 
Less — Current portion . ee ; Poet. 5,450 7,196 
$228,172 $216,569 
Notes payable, secured by related real estate, due to 1987, 
net of current portion of $147 in 1973 and $446 in 1972 1,672 2,162 
$229,844 $218,731 
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(a) Interest rates on certain notes change with Eurodollar interbank rates or domestic prime 
rates and range from %4% to 1% above such rates. 

(b) Subject to redemption through a sinking fund to which payments must be made beginning 
in 1977. Debentures in addition to those redeemable through the sinking fund may be 
redeemed by payment of a premium beginning in 1979. 

(c) May be redeemed at the principal amount beginning in 1977. 

(d) Convertible into common stock of Utah at $18.53 per share, subject to adjustment under 
certain conditions. These debentures are redeemable by payment of a premium. 

Utah capitalizes financing costs of identifiable new borrowings associated with the develop- 
ment of new mining projects. These capitalized costs amounted to $1,569,000 in 1973 and 

$1,983,000 in 1972. 


5. Income Taxes Utah's effective income tax rate is lower than the normal statutory rate for 
corporations principally because of the percentage depletion allowance on mining income and 
the 85% domestic dividend deduction applicable to the earnings of affiliates, principally Mar- 
cona and Pima. In recent years the effective rate has been increasing because of increasing 
parent company and subsidiary earnings attributable primarily to expanding operations. 

The provision for income taxes consists of (in thousands): 


1973 1972 

Taxes currently payable $13,992 $ 2,497 
Deferred income taxes 16,843 18,038 
$30,835 $20,535 


6. Earnings Per Share Earnings per common share were computed based upon the weighted 
average number of shares of common stock outstanding during each year (28,802,455 for 1973 
and 28,707,962 for 1972). 

Earnings per common share assuming full dilution were determined based upon the assumed 
conversion of the 534% Subordinated Guaranteed Debentures. For purposes of this compu- 
tation, net income was increased by $92,000 in 1973 and $126,000 in 1972, the amounts of the 
related interest expense on the debentures, net of income taxes. The adjusted totals of shares 
outstanding used for this computation were 29,001,639 for 1973 and 28,992,628 for 1972. 


7. Common Stock On February 9, 1973, the Board of Directors approved a two-for-one stock 
split effected in the form of a stock dividend on May 7, 1973. The numbers of shares, earnings 
per share, and cash dividends per share presented in the consolidated financial statements 
and notes have been adjusted to reflect the stock split. 

At October 31, 1973, 101,105 shares of common stock were reserved for future issuance to 
officers and key employees as restricted stock bonuses over an indefinite number of years 
and 184,522 shares were reserved for issuance upon conversion of the 534% Subordinated 
Guaranteed Debentures. 


8. Restrictions on Retained Earnings Utah's long-term agreements with lending institutions 
contain restrictive provisions on certain payments unless Utah has adequate consolidated re- 
tained earnings (as defined). Such provisions include limitations on the payment of cash 
dividends and on the purchase or redemption of outstanding capital stock and convertible 
debentures. Retained earnings of $82,088,000 were free of such restrictions at October 31, 1973. 


9. Contingent Liabilities and Commitments Utah is in the process of developing or expanding 
certain mining projects. This program will require an investment of approximately $109 million 
in addition to the amount expended through October 31, 1973. 

Commitments have been obtained by Utah which permit additional borrowings of approxi- 
mately $76 million from lending institutions outside the United States and $22 million from 
lending institutions within the United States. In the opinion of management, proceeds from 
borrowings together with current working capital and cash generated internally are sufficient to 
fund mining projects now underway and to finance the other cash requirements of Utah's 
business. 

During 1972 the Supreme Court of Peru affirmed a 1971 decision of an appellate court to the 
effect that a Marcona subsidiary’s operations on a mining concession assigned from an instru- 
mentality of the Government of Peru did not qualify for depletion deductions in computing 
income taxable in Peru. Based upon this decision, additional taxes and penalties were assessed 
for the years 1957-1969 aggregating approximately $17.9 million after crediting approximately 


$2 million for tax overpayments in prior years. The subsidiary arranged with the Peruvian 
Banco de la Nacion for payment of the additional assessment in monthly installments over a 
period of ten years. 

Peruvian counsel have advised Marcona that under the provisions of the concession as- 
signment agreement the Peruvian Government instrumentality is obligated to indemnify the 
Marcona subsidiary against liability for the additional assessment. Based upon this advice 
Marcona considers that no loss will be sustained as a result of the additional assessment. 
Accordingly, no liability for this item has been recorded in Marcona’s financial statements. 

Marcona and the Government of Peru were engaged in negotiations which contemplated that 
an agency of the Government would purchase a 25% interest in the subsidiary’s Peruvian 
assets for fair value. The Peruvian mining operations were to be conducted by the parties as a 
special mining enterprise owned 75% by Marcona which would also manage the operation. 
During 1973, negotiations with the Peruvian Government were deferred pending negotiation 
and approval of an expansion contract authorizing additional ore processing facilities. The 
Peruvian Government did not complete its review by the established deadline. Further discus- 
sions are planned to determine whether there is a basis for re-establishing negotiations. 

Certain individuals who have received finders’ fees based upon the early activity at a Marcona 
subsidiary’s mining operations in Peru have brought an action against both Utah and Marcona 
alleging breach of contract and fraud. Judgment has been rendered for the defendants on all 
claims made by the plaintiffs, and plaintiffs have filed an appeal. 


10. Subsequent Event On November 30, 1973, Utah acquired Ladd Petroleum Corporation 
(Ladd) through a merger of Ladd into a wholly owned subsidiary of Utah. Utah will issue 
approximately 1,212,000 shares of common stock for all of the outstanding common stock of 
Ladd in a transaction which is to be accounted for as a pooling of interests. The effect of this 
merger is not significant to the consolidated financial statements of Utah. 


Auditors’ Report 


To the Stockholders and Board of Directors of 
Utah International Inc.: 


We have examined the consolidated balance sheet of Utah International Inc. (a Delaware 
corporation) and subsidiaries as of October 31, 1973 and 1972, and the statements of consoli- 
dated income, stockholders’ equity and changes in financial position for each of the years then 
ended. Our examination was made in accordance with generally accepted auditing standards, 
and accordingly included such tests of the accounting records and such other auditing pro- 
cedures as we considered necessary in the circumstances. We did not examine the financial 
statements of certain affiliated companies, the investments in which are recorded using the 
equity method of accounting (see Note 2 to the consolidated financial statements). These 
statements were examined by other auditors whose reports thereon have been furnished to us 
and our opinion expressed herein, insofar as it relates to the amounts included for such 
affiliates, is based solely upon the reports of the other auditors. 

In our opinion, based upon our examination and the reports of other auditors, the accom- 
panying financial statements present fairly the financial position of Utah International Inc. and 
subsidiaries as of October 31, 1973 and 1972, and the results of their operations and the changes 
in their financial position for each of the years then ended, in conformity with generally 
accepted accounting principles applied on a consistent basis during the periods. 


Arthur Andersen & Co. 


San Francisco, California, 
December 3, 1973. 
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Consolidated 
Ten Year Comparison 


a eeeeseaeseaeoaoeoeoeoaoaoN 
Years ended October 31 1973 1972 1971 1970 1969 1968 1967 1966 1965 1964 


In thousands except per share amounts and number of stockholders. 


Gross revenue! $315,645 209,770 104,436 88,776 67,353 57,693 40,882 27,438 30,636 31,069 


Net income 
Before income taxes 60,377 50,5782 44,959 34,2832 26,081 21,143 17,975 14,551 
After income taxes 39,842 35,5012, 30,273 = 26,7232 19,944 16,543 13,175 =: 11,016 
Per share assuming 
full dilution 3.4 : : 1.23 1.05 


Dividends paid 
Cash $ 13,105 10,670 
Common stock 100% - 
Per share $ $ .455 ‘ 375 


Common stock 
Shares outstanding 28,817 14,376 14322 14,100 12,917 4,302 4,300 4,300 4,300 
Number of stockholders 6,604 6,311 6,496 6,095 5,501 4,468 4,429 4,265 3,796 


Total assets $701,248 594,116 528,784 360,676 280,601 257,798 181,964 162,040 138,696 
Working capital $ 12,365 21,719 7,093 13,805 42,204 55,033 9,820 10,696 6,622 
Long-term liabilities ro $229,844 206,460 96,149 116,481 114,611 52,880 32,125 


Stockholders’ equity 
Net worth .. $310,796 270,532 241,224 207,495 129,555 95,755 76,356 69,640 
Net worth per share3. $ 10.79 9.41 8.42 7.36 5.02 3.71 B 2.96 2.70 


1 Gross revenue from discontinued 
operations not included _ 2,629 2,184 36,487 60,575 72,419 71,015, 58,681 28,821 


2 Net income includes $2,689,000 in 1971 and $2,663,000 in 1969 before income taxes and $1,355,000 in 1971 and $1,844,000 in 1969 after income taxes, attributable to 
gains on disposition of discontinued operations. 
3 Per share amounts have been calculated after giving effect to the stock dividends of 100% in 1973 and 200% in 1969. 


4 Earnings per common share assuming full dilution reflect the assumed conversion of debentures which were first issued in 1968. Earnings per common share on 
weighted average shares outstanding were $1.81, $1.39, $1.25, $1.14, $1.03 and $.77 for the years of 1973, 1972, 1971, 1970, 1969 and 1968, respectively. 
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